This paper documents and analyzes emerging trade patterns in Asia, with special reference to the implications of global production sharing with a view to informing the policy debate on forming the Regional Comprehensive Economic Partnership (RCEP). The analysis reveals that the degree of dependence of RCEP countries on this new form of global division of labour is much larger compared to Europe and North America. Global production sharing has certainly strengthened economic interdependence among the countries in the region, but the dynamism of the regional cross-border production networks depends inexorably on global, rather than regional, trade in final goods. The findings of this paper make a strong case for a global, rather than a regional, approach to trade and investment policy making.
INTRODUCTION
A distinguishing feature of the Asian approach to economic liberalization during the last three decades of the twentieth century was that it occurred predominantly on a unilateral and multilateral basis. In a significant departure from this non-discriminatory policy posture, in the first decade of the New Millennium, Asia joined the global rush to signing free trade agreements (FTAs) (Ravenhill 2014 for understanding the on-going process of economic integration in the region. While trade in parts and components and final assembly taking place within production networks ("network trade") has generally grown faster than total world trade, the degree of dependence of the countries in the Asia-Pacific region on this new form of international specialization is proportionately even larger than elsewhere in the world.
Network trade has certainly strengthened economic interdependence among countries in the region, with the People's Republic of China (PRC) playing a pivotal role as the premier center of final assembly.
It is widely held in the debate on the formation of RCEP that Asia, in particular East Asia, has become increasingly economically integrated over the years through the rapid expansion of manufacturing trade. This view is rooted in the 'standard' trade data analysis, which is based on the conventional notion of horizontal specialization -that trade takes place in goods that are produced from start to finish in a given country. It has largely ignored the on-going process of global production sharing and the resulting trade complementarities among countries at the global level. Global production sharing opens up opportunities for countries to specialize in different slices (different tasks) of the production process depending on their relative cost advantage and other relevant economic fundamentals. Consequently, parts and components are now exchanged across borders of the countries in the region at a faster rate than final goods. Conventional trade flow analysis can yield an unbiased picture of regional economic integration only if component trade and final trade follow the same geographic patterns. If component trade has a distinct intra-regional bias, as one would reasonably anticipate in the context of growing network trade in the region, then the conventional trade flow analysis is bound to yield a misleading picture in regards to the relative importance of intra-regional trade versus global trade for growth dynamism in the region. This is because growth based on 2 An array of alternative terms have been used to describe this phenomenon, including 'international production fragmentation', 'vertical specialization', 'slicing the value chain' and 'outsourcing'.
assembly activities depends on the demand for final goods, which in turn depends largely on extra-regional demand. The degree of understatement of the importance of extraregional demand is likely to increase over time as more complex production networks are created with an ever increasing number of interacting countries.
A meaningful analysis of trade patterns, therefore, requires systematic separation of parts and components (henceforth 'components') from final (assembled) products in reported trade data. This is done in this paper through a careful disaggregation of trade 
TRADE PATTERNS
Over the past half a century, Asia has emerged as the third hub of world trade next to 
IMPLICATION FOR RCEP
An important structural change in Asian trade patterns resulting from the growing importance of network trade is that parts and components account for a much larger share in intra-regional trade of these countries compared to their shares in world trade and trade with EU and NAFTA (Table 2 ). In 2011-12, parts and components accounted for nearly 60% of intra-regional exports in RCEP compared 23.4% in total world exports of these countries. The pattern of component intensity of intra-regional trade is strikingly similar in exports and imports, reflecting the growing importance of cross-border trade in parts and components among countries within regional production networks and the region's reliance on the rest of the world as a market for final goods. The conventional trade-flow analysis which does not distinguish between components and final goods is, therefore, bound to yield a misleading picture regarding the relative importance of intra-regional trade, as compared to global trade, for growth dynamism in East Asia. To illustrate this point, intra-regional trade shares estimated using 'reported' (standard) trade data, as well as these data after netting out parts and components, are reported in Table 3 . The table covers trade in Asia, RCEP and two sub-regions therein which relate to contemporary Asian policy debates on regional economic integration.
Data for NAFTA and EU-15 are reported for comparative purposes. Estimates are given for total trade (imports + exports) as well as for exports and imports separately in order to illustrate possible asymmetries in trade patterns resulting from Asia's increased engagement in fragmentation-based international exchange. The intra-regional shares calculated separately for imports and exports clearly show a notable asymmetry in the degree of regional trade integration in East Asia.
Unlike in the EU and NAFTA, in Asia and RCEP the increase over time in the intraregional trade ratio (both measured using unadjusted data and data for final trade) has emanated largely from the rapid increase in intra-regional imports; the expansion in intra-regional exports has been consistently slower. The dependence of RCEP countries (and the country sub-groups therein) on extra-regional markets (in particular those in NAFTA and EU) for export-led growth is far greater than is revealed by the standard intra-regional trade ratios commonly used in the debate on regional economic integration.
For instance, in 2011-12 only 48.2% of total RCEP manufacturing exports was absorbed within the region, compared to an intra-regional share of 66.5% in total manufacturing imports. This asymmetry is also clearly seen for the developing East Asian countries and ASEAN.
This asymmetry in intra-regional trade in RCEP reflects the unique nature of the involvement of Japan and the PRC in regional production networks. From about the late 1980s, Japan's manufacturing trade relations with the rest of East Asia have been predominantly in the form of using the region as an assembly base for meeting demand in the region and, more importantly, for exporting to the rest of the world. The emergence of the PRC as a leading assembly center within regional production networks since the early 1990s further amplified this trade asymmetry. That is, the PRC is importing parts and components from the other East Asia countries to assemble final products, which are predominantly destined for markets in the rest of the world (Athukorala 2009 ).
Interestingly, the degree of the asymmetry between intra-regional shares of import and exports is much smaller when parts and components are netted out. This is understandable given the multiple border-crossing of parts and components within regional production networks. Both the level of trade in the given years and the change over time in intra-regional trade shares are significantly lower for estimates based on final trade.
Interestingly, we do not observe such a difference in estimates for NAFTA and the EU. China, the premier assembly centre within the regional production networks in Asia. As we have already discussed, the dynamism of parts and component trade in Asia depends significantly on exports of final goods from China to the US and other global markets.
CONCLUDING REMARKS
Global production sharing has become an integral part of the economic landscape of East Asia. Trade in parts and components, and final assembly, within production networks have been expanding more rapidly than conventional final-goods trade. The degree of dependence on this new form of international specialization is proportionately larger in Asia, particularly in East Asia, compared to North America and Europe. A highly important recent development in the international fragmentation of production has been the rapid integration of China into the regional production networks. China's imports of components from the other developing East Asia countries and Japan have grown rapidly, in line with the rapid expansion of manufacturing exports from China to extra-regional markets, mostly to North America and the European Union.
The evidence harnessed in this paper supports the view that, in a context where global production sharing is becoming the symbol of economic globalization, the standard trade flow analysis leads to misleading inferences about the patterns and degree of trade integration among nations. Booming networks have resulted in a rapid increase in intra-regional trade in Asia. This does not, however, mean that the process has contributed to lessening the region's dependence on the global economy. On the contrary, the region's growth dynamism based on vertical specialisation is deeply dependent on its extra-regional trade in final goods, and this dependence has in fact increased over the years. Put simply, increased participation in global production sharing has made Asia increasingly dependent on extra-regional trade for its growth dynamism. Policy initiatives in the domain of intra-regional trade integration run the risk of hindering the growth dynamism of these countries, unless this new dimension of global integration is not specifically taken into account.
To benefit from the new opportunities for trade expansion through the fragmentation-based division of labour, the best policy choice appears to be nondiscriminatory multilateral and unilateral liberalization; the ongoing process of product fragmentation seems to have strengthened the case for a global, rather than a regional, approach to trade and investment policymaking. An effective approach to redressing the complexity that the 'spaghetti bowl' of FTAs creates for international trade would involve a two-pronged strategy of systematically fitting the FTAs into the WTO system, and reducing the distortionary preference margins created by the web of FTAs through multilateral tariff reductions. The indications are that the proposed REPC is bound to fall well short of achieving this objective.
